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certificate, including but not limited to bonuses, gifts, prizes, awards, dividends,
experience refunds, retrospective commissions, finder’s fees, and increased or
decreased prices for other transactions with the insurer.

Sec. 2. EFFECTIVE DATE.

Section 1 is effective for the annual report due after January 1, 1993.

Presented to the governor April 17, 1992
Signed by the governor April 29, 1992, 8:13 a.m.

CHAPTER 565—S.F.No. 1644

An act relating to commerce; regulating negotiable instruments; adopting the revised
article 3 of the Uniform Commercial Code with conforming amendments to articles I and 4
approved by the American Law Institute and the National Conference of Commissioners on
Uniform State Laws; prohibiting certain methods of authorizing electronic fund transfers
from consumer accounts; amending Minnesota Statutes 1990, sections 336.1-201; 336.1-207;
336.4-101; 336.4-102; 336.4-103; 336.4-104; 336.4-105; 336.4-106; 336.4-107; 336.4-108;
336.4-201; 336.4-202; 336.4-203; 336.4-204; 336.4-205; 336.4-206; 336.4-207; 336.4-208;
336.4-209; 336.4-210; 336.4-211; 336.4-212; 336.4-213; 336.4-214; 336.4-301; 336.4-302;
336.4-303; 336.4-401; 336.4-402; 336.4-403; 336.4-404; 336.4-405; 336.4-406; 336.4-407;
336.4-501; 336.4-502; 336.4-503; 336.4-504; and 541.21; proposing coding for new law in
Minnesota Statutes, chapter 336; repealing Minnesota Statutes 1990, sections 336.3-101 to
336.3-805; and 336.4-109.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

REVISED ARTICLE 3 OF THE UNIFORM
COMMERCIAL CODE (NEGOTIABLE INSTRUMENTS)

WITH CONFORMING AMENDMENTS TO ARTICLES 1 AND 4

Section 1. Minnesota Statutes 1990, section 336.1-201, is amended to read:

336.1-201 GENERAL DEFINITIONS.

Subject to additional definitions contained in the subsequent articles of this
chapter which are applicable to specific articles or parts thereof, and unless the
context otherwise requires, in this chapter:

(1) “Action” in the sense of a judicial proceeding includes recoupment,
counterclaim, setoff, suit in equity and any other proceedings in which rights are
determined.
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1817 LAWS of MINNESOTA for 1992 Ch. 565

(2) “Aggrieved party” means a party entitled to resort to a remedy.

(3) “Agreement” means the bargain of the parties in fact as found in their
language or by implication from other circumstances including course of dealing
or usage of trade or course of performance as provided in this chapter (sections
336.1-205 and 336.2-208). Whether an agreement has legal consequences is
determined by the provisions of this chapter, if applicable; otherwise by the law
of contracts (section 336.1-103). (Compare “Contract.”)

(4) “Bank” means any person engaged in the business of banking,

(5) “Bearer” means the person in possession of an instrument, document of
title, or certificated security payable to bearer or endorsed in blank.

(6) “Bill of lading” means a document evidencing the receipt of goods for
shipment issued by a person engaged in the business of transporting or forward-
ing goods, and includes an airbill. “Airbill” means a document serving for air
transportation as a bill of lading does for marine or rail transportation, and
includes an air consignment note or air waybill,

(7) “Branch” includes a separately incorporated foreign branch of a bank.

(8) “Burden of establishing” a fact means the burden of persuading the
triers of fact that the existence of the fact is more probable than its nonexis-
tence.

(9) “Buyer in ordinary course of business” means a person who in good
faith and without knowledge that the sale to that person is in violation of the
ownership rights or security interest of a third party in the goods buys in ordi-
nary course from a person in the business of selling goods of that kind but does
not include a pawnbroker, All persons who sell minerals or the like (including oil
and gas) at wellhead or minehead shall be deemed to be persons in the business
of selling goods of that kind. “Buying” may be for cash or by exchange of other
property or on secured or unsecured credit and includes receiving goods or doc-
uments of title under a preexisting contract for sale but does not include a trans-
fer in bulk or as security for or in total or partial satisfaction of a money debt.

(10) “Conspicuous”: A term or clause is conspicuous when it is so written
that a reasonable person against whom it is to operate ought to have noticed it.
A printing heading in capitals (as: NONNEGOTIABLE BILL OF LADING) is
conspicuous. Language in the body of a form is “conspicuous” if it is in larger or
other contrasting type or color. But in a telegram any stated term is “conspicu-
ous”. Whether a term or clause is “conspicuous” or not is for decision by the
court.

(11) “Contract” means the total legal obligation which results from the par-
ties’ agreement as affected by this chapter and any other applicable rules of law.
(Compare “Agreement.”)

(12) “Creditor” includes a general creditor, a secured creditor, a lien credi-
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tor and any representative of creditors, including an assignee for the benefit of
creditors, a trustee in bankruptcy, a receiver in equity and an executor or
administrator of an insolvent debtor’s or assignor’s estate.

(13) “Defendant” includes a person in the position of defendant in a cross-
action or counterclaim.

(14) “Delivery” with respect to instruments, documents of title, chattel
paper, or certificated securities means voluntary transfer of possession.

(15) “Document of title” includes bill of lading, dock warrant, dock receipt,
warehouse receipt or -order for the delivery of goods, and also any other docu-
ment which in the regular course of business or financing is treated as ade-
quately evidencing that the person in possession of it is entitled to receive, hold
and dispose of the document and the goods it covers. To be a document of title
a document must purport to be issued by or addressed to a bailee and purport to
cover goods in the bailee’s possession which are either identified or are fungible
portions of an identified mass.

(16) “Fault” means wrongful act, omission or breach.

(17) “Fungible” with respect to goods or securities means goods or securities
of which any unit is, by nature or usage of trade, the equivalent of any other like
unit. Goods which are not fungible shall be deemed fungible for the purposes of
this chapter to the extent that under a particular agreement or document unlike
units are treated as equivalents.

(18) “Genuine” means free of forgery or counterfeiting.

(19) “Good faith” means honesty in fact in the conduct or transaction con-
cerned.

(20) “Holder,” mesans & person who is in possession of & deeument of title
of an instrument oF & eertifiented investment seeurity dravwa; issued; or endersed
to that person or that persen’s erder or to bearer or in blenk with respect to a
negotiable instrument, means the person in possession if the instrument is pay-
able to bearer or, in the case of an instrument payable to an identified person, if
the identified person is in possession. “Holder.” with respect to a document of
title, means the person in possession if the goods are deliverable to bearer or to

the order of the person in possession.

(21) To “honor” is to pay or to accept and pay, or where a credit so engages
to purchase or discount a draft complying with the terms of the credit.

(22) “Insolvency proceedings” includes any assignment for the benefit of
creditors or other proceedings intended to liquidate or rehabilitate the estate of
the person involved.

(23) A person is “insolvent” who either has ceased to pay debts in the ordi-
nary course of business or cannot pay the debts as they become due or is insol-
vent within the meaning of the federal bankruptcy law.
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(24) “Money” means a medium of exchange authorized or adopted by a
domestic or foreign government as & part of its enrreney and includes a mone-
tary unit of account established by an intergovernmental organization or by
agreement between two or more nations.

(25) A person has “notice” of a fact when that person
(a) has actual knowledge of it; or

(b) has received a notice or notification of it; or

(c) from all the facts and circumstances known to that person at the time in
question, has reason to know that it exists.

A person “knows” or has “knowledge” of a fact when that person has actual
knowledge of it. “Discover” or “learn” or a word or phrase of similar import
refers to knowledge rather than to reason to know. The time and circumstances
under which a notice or notification may cease to be effective are not deter-
mined by this chapter.

(26) A person “notifies” or “gives” a notice or notification to another by tak-
ing such steps as may be reasonably required to inform the other in ordinary
course whether or not such other actually comes to know of it. A person “rec-
eives” a notice or notification when

(a) it comes to that person’s attention; or

(b) it is duly delivered at the place of business through which the contract
was made or at any other place held out by that person as the place for receipt
of such communications, '

(27) Notice, knowledge or a notice or notification received by an organiza-
tion is effective for a particular transaction from the time when it is brought to
the attention of the individual conducting that transaction, and in any event
from the time when it would have been brought to the individual’s attention if
the organization had exercised due diligence. An organization exercises due dili-
gence if it maintains reasonable routines for communicating significant informa-
tion to the person conducting the transaction and there is reasonable compliance
with the routines. Due diligence does not require an individual acting for the
organization to communicate information unless such communication is part of
regular duties or unless the individual has reason to know of the transaction and
that the transaction would be materially affected by the information.

(28) “Organization” includes a corporation, government or governmental
subdivision or agency, business trust, estate, trust, partnership or association,
two or more persons having a joint or common interest, or any other legal or
commercial entity.

(29) “Party,” as distinct from “third party,” means a person who has
engaged in a transaction or made an agreement within this chapter.
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(30) “Person” includes an individual or an organization (see section 336.1-
102). ,

(31) “Presumption” or “presumed” means that the trier of fact must find the
existence of the fact presumed unless and until evidence is introduced which
would support a finding of its nonexistence.

(32) “Purchase” includes taking by sale, discount, negotiation, mortgage,
pledge, lien, issue or re-issue, gift or any other voluntary transaction creating an
interest in property. '

(33) “Purchaser” means a person who takes by purchase.

(34) “Remedy” means any remedial right to which an aggrieved party is
entitled with or without resort to a tribunal.

(35) “Representative” includes an agent, an officer of a corporation or asso-
ciation, and a trustee, executor or administrator of an estate, or any other person
empowered to act for another.

(36) “Rights” includes remedies.

(37) “Security interest” means an interest in personal property or fixtures
which secures payment or performance of an obligation. The retention or reser-
vation of title by a seller of goods notwithstanding shipment or delivery to the
buyer (section 336.2-401) is limited in effect to a reservation of a “security inter-
est”, The term also includes any interest of a buyer of accounts or chattel paper
which is subject to article 9. The special property interest of a buyer of goods on
identification of those goods to a contract for sale under section 336.2-401 is not
a “security interest,” but a buyer may also acquire a “security interest” by com-
plying with article 9. Unless a consignment is intended as security, reservation
of title thereunder is not a “security interest,” but a consignment in any event is
subject to the provisions on consignment sales (section 336.2-326).

Whether a transaction creates a lease or security interest is determined by
the facts of each case; however, a transaction creates a security interest if the
consideration the lessee is to pay the lessor for the right to possession and use of
the goods is an obligation for the term of the lease not subject to termination by
the lessee, and

(a) the original term of the lease is equal to or greater than the remaining
economic life of the goods,

(b) the lessee is bound to renew the lease for the remaining economic life of
the goods or is bound to become the owner of the goods,

(c) the lessee has an option to renew the lease for the remaining economic
life of the goods for no additional consideration or nominal additional consider-
ation upon compliance with the lease agreement, or
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(d) the lessee has an option to become the owner of the goods for no addi-
tional consideration or nominal additional consideration upon compliance with

the lease agreement,

A transaction does not create a security interest merely because it provides
that

(a) the present value of the consideration the lessee is obligated to pay the
lessor for the right to possession and use of the goods is substantially equal to or
is greater than the fair market value of the goods at the time the lease is entered

into,

(b) the lessee assumes risk of loss of the goods, or agrees to pay taxes, insur-
ance, filing, recording, or registration fees, or service or maintenance costs with

respect to the goods,

(c) the lessee has an option to renew the lease or to become the owner of the
goods,

(d) the lessee has an option to renew the lease for a fixed rent that is equal
to or greater than the reasonably predictable fair market rent for the use of the
goods for the term of the renewal at the time the option is to be performed, or

(¢) the lessee has an option to become the owner of the goods for a fixed
price that is equal to or greater than the reasonably predictable fair market value
of the goods at the time the option is to be performed.

For purposes of this subsection (37):

(x) Additional consideration is not nominal if (i) when the option to renew
the lease is granted to the lessee the rent is stated to be the fair market rent for
the use of the goods for the term of the renewal determined at the time the
option is to be performed, or (ii) when the option to become the owner of the
goods is granted to the lessee the price is stated to be the fair market value of the
goods determined at the time the option is to be performed. Additional consid-
eration is nominal if it is less than the lessee’s reasonably predictable cost of per-
forming under the lease agreement if the option is not exercised;

(v) “Reasonably predictable” and “remaining economic life of the goods”
are to be determined with reference to the facts and circumstances at the time
the transaction is entered into; and

(z) “Present value” means the amount as of a date certain of one or more
sums payable in the future, discounted to the date certain. The discount is deter-
mined by the interest rate specified by the parties if the rate is not manifestly
unreasonable at the time the transaction is entered into; otherwise, the discount
is determined by a commercially reasonable rate that takes into account the facts
and circumstances of each case at the time the transaction was. entered into.

(38) “Send” in connection with any writing or notice means to deposit in
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the mail or deliver for transmission by any other usual means of communication
with postage or cost of transmission provided for and properly addressed and in
the case of an instrument to an address specified thereon or otherwise agreed, or
if there be none to any address reasonable under the circumstances. The receipt
of any writing or notice within the time at which it would have arrived if prop-
erly sent has the effect of a proper sending.

(39) “Signed” includes any symbol executed or adopted by a party with
present intention to authenticate a writing.

(40) “Surety” includes guarantor.

(41) “Telegram” includes a message transmitted by radio, teletype, cable,
any mechanical method of transmission, or the like.

(42) “Term” means that portion of an agreement which relates to a particu-
lar matfter.

(43) “Unauthorized” signature ef enderseraent means one made without
actual, implied, or apparent authority and includes a forgery.

(44) “Value™: Except as otherwise provided with respect to negotiable
instruments and bank collections (sections 336.3-303, 336:4-208 336.4-210 and
336:4-269 336.211) a person gives “value” for rights by acquiring them

(a) in return for a binding commitment to extend credit or for the extension
of immediately available credit whether or not drawn upon and whether or not
a chargeback is provided for in the event of difficulties in collection; or

(b) as security for or in total or partial satisfaction of a preexisting claim; or
(c) by accepting delivery pursuant to a preexisting contract for purchase; or

. (d) generally, in return for any consideration sufficient to support a simple
contract.

(45) “Warehouse receipt” means a receipt issued by a person engaged in the
business of storing goods for hire.

~ (46) “Written” or “writing” includes printing, typewriting or any other
intentional reduction to tangible form.

Sec. 2. Minnesota Statutes 1990, section 336.1-207, is amended to read:

336.1-207 PERFORMANCE OR ACCEPTANCE UNDER RESERVA-
TION OF RIGHTS.

(1) A party who, with explicit reservation of rights, performs or promises
performance or assents to performance in a manner demanded or offered by the
other party does not thereby prejudice the rights reserved. Such words as “wi-
thout prejudice,” “under protest” or the like are sufficient.
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(2) Subsection (1) does not apply to an accord and satisfaction.

UNIFORM COMMERCIAL CODE
ARTICLE 3 - NEGOTIABLE INSTRUMENTS
PART |
GENERAL PROVISIONS AND DEFINITIONS

Sec. 3. [336.3-101] SHORT TITLE.

This article may be cited as Uniform Commercial Code—Negotiable Instru-
ments.

Sec. 4. [336.3-102] SUBJECT MATTER.

(a) This article applies to nepotiable instruments. It does not apply to
money, to payment orders governed by article 4A, or to securities governed by
article 8.

(b) If there is conflict between this article and article 4 or 9, articles 4 and 9
govern.

(c) Regulations of the board of governors of the federal reserve system and
operating circulars of the federal reserve banks supersede any inconsistent provi-

Sec. 5. [336.3-103] DEFINITIONS.
(a) In this article:

(1) *Acceptor” means a drawee who has accepted a draft.

(2) “Drawee” means a person ordered in a draft to make payment,

son ordering payment.

(4) “Good faith” means honesty in fact and the observance of reasonable
commercial standards of fair dealing.

undertaking to pay.

(6) “Order” means a written instruction to pay money signed by the person
giving the instruction. The instruction may be addressed to any person, includ-
ing the person giving the instruction, or to one or more persons jointly or in the

the person authorized to pay is also instructed to pay.
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(7) “Ordinary care” in th_e case of a person ngaged in business means obser-

person s is located, with respect to the busmess in which the person is engaged. In
the case of a bank that takes an instrument for processing for collection or pay-
ment by automated means, reasonable commercial standards do not require the

bank’s prescribed procedures and the bank’s procedures do not vary ynreason-
ably from general banking usage not disapproved by this article or article 4.

(8) “Party” means a party to an jnstrument.

(9) “Promise” means a written undertaking to pay money signed by the per-
son undertaking to pay. An acknowledgment of an obligation by the obligor is
not a promise unless the obligor also undertakes to pay the obligation.

(10) “Prove” with respect to a fact means to meet the burden of gstablishing
the fact (section 336.1-201(8)).

(11) “Remitter” means a person who purchases an instrument from its
issuer if the instrument is payable to an identified person other than the pur-
chaser.

(b) Other definitions applying to this article and the sections in which they
appear are:
“Acceptance,” section 336.3-409.

“Accommodated party,” section 336.3-419.

“Accommodation party,” section 336.3-419.

“Alteration,” section 336.3-407.

“Anomalous endorsement,” section 336.3-205.

“Blank endorsement,” section 336.3-205.

“Cashier’s check,” section 336.3-104.

“Certificate of deposit.,” section 336.3-104.

“Certified check,” section 336.3-409.

“Check,” section 336.3-104.

“Consideration,” section 336.3-303.

“Draft,” section 336.3-104.

“Endorsement,” section 336.3-204.

“Endorser,” section 336.3-204.
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“Holder in due course,” section 336.3-302.

“Incomplete instrument,” section 336.3-115.

“Instrument,” section 336.3-104.

“Issue,” section 336.3-1085.

“Issuer,” section 336.3-105.

“Negotiable instrument,” section 336.3-104.

“Negotiation,” section 336.3-201.

“Note,” section 336.3-104.

“Payable at a definite time,” section 336.3-108.

“Payable on demand,” section 336.3-108.

“Payable to bearer,” section 336.3-109.

“Payable to order,” section 336.3-109.

“Payment,” section 336.3-602.

“Person entitled to enforce,” section 336.3-301.

“Presentment,” section 336.3-501.

“Reacquisition,” section 336.3-207,

“Special endorsement,” section 336.3-205.

“Teller’s check,” section 336.3-104.

“Transfer of instrument,” section 336.3-203,

“Traveler’s check,” section 336.3-104.

“Value,” section 336.3-303.

(c) The following definitions in other articles apply to this article:

“Bank,” section 336.4-105.

“Banking day,” section 336.4-104.

“Clearinghouse,” section 336.4-104.

“Collecting bank,” section 336.4-105.

“Depositary bank,” section 336.4-105.

New language is indicated by underline, deletions by strikeout.




Ch. 565 . LAWS of MINNESOTA for 1992 1826

“Documentary draft,” section 336.4-104.

“Intermediary bank,” section 336.4-105.

“Item,” section 336.4-104.

“Payor bank,” section 336.4-105.

“Suspends payments,” section 336.4-104.

(d) In addition, article 1 contains general definitions and principles of con-
struction and interpretation applicable throughout this article.

Sec. 6. [336.3-104] NEGOTIABLE INSTRUMENT.

(a) Except as provided in subsections (c) and (d), “negotiable instrument”
means an unconditional promise or order to pay a fixed amount of money, with
or without interest or other charges described in the promise or order, if it:

possession of a holder;

(2) is payable on demand or at a definite time; and

(3) does not state any other undertaking or instruction by the person prom-
ising or ordering payment to do any act in addition to the payment of money,
but the promise or order may contain (i) an undertaking or power to give, main-
tain, or protect collateral to secure payment, (i) an authorization or power to
the holder to confess judgment or realize on or dispose of collateral, or (iii) a

waiver of the benefit of any law intended for the advantage or protection of an
obligor.

(b) “Instrument” means a negotiable instrument.

(c) An order that meets all of the requirements of subsection (a), except

paragraph (1), and otherwise falls within the definition of “check” in subsection
() is a negotiable instrument and a check.

(d) A promise or order other than a check is not an instrument if, at the

time it is issued or first comes into possession of a holder, it contains a conspicu-

ous statement, however expressed, to the effect that the promise or order is not

() An instrument is a “note” if it is a promise and is a “draft” if it is an
order, If an instrument falls within the definition of both “note” and “draft.” a
person entitled to enforce the instrument may treat it as either,

(f) “Check” means (i) a draft, other than a documentary draft, payable on
demand and drawn on a bank or (i) a cashier’s check or feller’s check. An
instrument may be a check even though it is described on its face by another
term, such as “money order.” .
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(g) “Cashier’s check” means a draft with respect to which the drawer and
drawee are the same bank or branches of the same bank.

(h) “Teller’s check” means a draft drawn by a bank (i) on another bank, or
(ii) payable at or through a bank.

(i) “Traveler’s check” means an instrument that (i) is payable on demand,
(ii) is drawn on or payable at or through a bank, (iii) is designated by the term
“traveler’s check” or by a substantially similar term, and (iv) requires, as a con-
dition to payment, a countersignature by a person whose specimen signature
appears on the instrument.

(j) “Certificate of deposit” means an instrument containing an acknowledg-

ise by the bank to repay the sum of money. A certificate of deposit is a note of
the bank.

Sec. 7. [336.3-105] ISSUE OF INSTRUMENT.

(a) “Issue” means the first delivery of an instrument by the maker or
drawer, whether to a holder or nonholder, for the purpose of giving rights on the
instrument to any person.

(b) An unissued instrument, or an unissued incomplete instrument that is
completed, is binding on the maker or drawer, but nonissuance is a defense. An
instrument that is conditionally issued or is jssued for a special purpose is bind-
ing on the maker or drawer, but failure of the condition or special purpose to be
fulfilled is a defense.

(c) “Issuer” applies to issued and unissued instruments and means a maker
or drawer of an instrument.

Sec. 8. [336.3-106] UNCONDITIONAL PROMISE OR ORDER.

(a) Except as provided in this section, for the purposes of section 336.3-
104(a), a promise or order is unconditional unless it states (i) an express condi-
tion to payment, (i) that the promise or order is subject to or governed by
another writing, or (iii) that rights or obligations with respect to the promise or
order are stated in another writing. A reference to another writing does not of
itself make the promise or order conditional,

(b) A promise or order is not made conditional (i) by a reference to another
writing for a statement of rights with respect to collateral, prepayment, or accel-
eration, or (ii) because payment is limited to resort to a particular fund or
source,

(c) If a promise or order requires, as a condition to payment, a countersig-
nature by a person whose specimen signature appears on the promise or order,
the condition does not make the promise or order conditional for the purposes
of section 336.3-104(a). If the person whose specimen signature appears on an
instrument fails to countersign the instrument, the failure to countersign is a
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promise or order is not thereby made conditional for the purposes of section
336.3-104(a); but if the promise or order is an instrument, there cannot be a

Sec. 9. [336.3-107] INSTRUMENT PAYABLE IN FOREIGN MONEY.

Unless the instrument otherwise provides, an instrument that states the
amount payable in foreign money may be paid in the foreign money or in an
equivalent amount in dollars calculated by using the current bank-offered spot
rate at the place of payment for the purchase of dollars on the day on which the
instrument is paid.

Sec. 10. [336.3-108] PAYABLE ON DEMAND OR AT DEFINITE TIME.

(a) A promise or order is “payable o_ri demand” if it (i) states that it is pay-

the holder, or (ii) does not state any time of payment.

(b) A promise or order is “payable at a definite time” if it is payable on

dates or at a time or times readily ascertainable at the time the promise or order

is issued, subject to rights of (i) prepayment, (ii) acceleration, (iii) extension at

of the maker or acceptor or automatically upon or after a specified act or event.

(c) If an instrument, payable at a fixed date, js also payable upon demand

Sec. 11. [336.3-109] PAYABLE TO BEARER OR TO ORDER.

(a) A promise or order is payable to bearer if it

indicates that the person in possession of the promise or order is entitled to pay-
ment;

(2) does not state a payee; or

that it is not payable to an identified person.

New language is indicated by underline, deletions by strikeout.




LAWS of MINNESOTA for 1992

Ch. 565

1829

is payable (i) to mg_order of an identified person or (ii) to an identified person or
order. A promise or order that is payable to order is payable to the identified

person,

(c) An instrument payable to bearer may become payable to an identified
person if it is specially endorsed pursuant to section 336.3-205(a). An instru-
ment payable to an identified person may become payable to bearer if it is
endorsed in blank pursuant to section 336.3-205(b).

Sec. 12, [336.3-110] IDENTIFICATION OF PERSON TO WHOM
INSTRUMENT IS PAYABLE.

(a) The person to whom an instrument is initially payable is determined by

one person signs in the name or behalf of the issuer of an instrument and all the
signers do not intend the same person as payee, the instrument is payable to any
person intended by one or more of the signers.

means, such as a check-writing machine, the payee of the instrument is deter-
mined by the intent of the person who supplied the name or identification of the
payee, whether or not authorized to do so.

(c) A person to whom an instrument is payable may be identified in any
way, including by name, identifying number, office, or account number. For the
purpose of determining the holder of an instrument, the following rules apply:

(1) If an instrument is payable to an account and the account is identified
only by number, the instrument is payable to the person to whom the account is
payable. If an instrument is payable to an account identified by number and by
the name of a person, the instrument is payable to the named person, whether
or not that person is the owner of the account identified by number,

(2) If an instrument is payable to:

(i) a trust, an estate, or a person described as trustee or representative of a
trust or estate, the instrument is payable to the trustee, the representative, or a
successor of either, whether or not the beneficiary or estate is also named;

(ii) a person described as agent or similar representative of 2 named or iden-
tified person, the instrument is payable to the represented person, the represen-
tative, or a successor of the representative;

(iii) a fund or organization that is not a legal entity, the instrument is pay-
able to a representative of the members of the fund or organization; or
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(iv) an office or to a person described as holding an office, the instrument is
payable to the named person, the incumbent of the office, or a successor to the
incumbent.

(d) If an instrument is payable to two or more persons alternatively, it is
payable to any of them and may be negotiated, discharged, or enforced by any

two or more persons is ambiguous as to whether it is payable to the persons
alternatively, the instrument is payable to the persons alternatively.

Sec. 13. [336.3-111] PLACE OF PAYMENT.

Except as otherwise provided for items in article 4, an instrument is payable

stated, an instrument is payable at the address of the drawee or maker stated in
the instrument. If no address is stated, the place of payment is the place of busi-

business, the place of payment is any place of business of the drawee or maker
chosen by the person entitled to enforce the instrument. If the drawee or maker
has no place of business, the place of payment is the residence of the drawee or
maker.

Sec. 14. [336.3-112] INTEREST.

(a) Unless otherwise provided in the instrument, (i) an instrument is not
payable with interest, and (i) interest on an interest-bearing instrument is pay-
able from the date of the instrument.

may require reference to information not contained in the instrument. If an
instrument provides for interest, but the amount of interest payable cannot be
ascertained from the description, interest is pavable at the judgment rate in

accrues.

Sec. 15. [336.3-113] DATE OF INSTRUMENT.

(a) An instrument may be antedated or postdated. The date stated deter-
mines the time of payment if the instrument is payable at a fixed period after
date. Except as provided in section 336.4-401(c), an instrument payable on

(b) If an instrument is undated, its date is the date of its issue or, in the case

of an unissued instrument, the date it first comes into possession of a holder.

Sec. 16. [336.3-114] CONTRADICTORY TERMS OF INSTRUMENT.
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If an instrument contains coniradictory terms, typewritten terms prevail
over printed terms, handwritten terms prevail over both, and words prevail over
numbers.

Sec. 17. [336.3-115] INCOMPLETE INSTRUMENT.

(a) “Incomplete instrument” means a signed writing, whether or not issued
by the signer, the contents of which show at the time of signing that it is incom-
plete but that the signer intended it to be completed by the addition of words or
numbers.

(b) Subject to subsection (c), if an incomplete instrument is an instrument
under section 336.3-104, it may be enforced according to its terms if it is not
completed, or according to its terms as augmented by completion. If an incom-
plete instrument is not an instrument under section 336.3-104, but, after com-
pletion, the requirements of section 336.3-104 are met, the instrument may be
enforced according to its terms as augmented by completion.

(c) If words or numbers are added to an incomplete instrument without
authority of the signer, there is an alteration of the incomplete instrument under
section 336.3-407.

(d) The burden of establishing that words or numbers were added to an
incomplete instrument without authority of the signer is on the person asserting
the lack of authority.

Sec. 18. [336.3-116] JOINT AND SEVERAL LIABILITY; CONTRIBU-
TION,

(a) Except as otherwise provided in the instrument, two or more persons
who have the same liability on an instrument as makers, drawers, acceptors,
endorsers who endorse as joint payees, or anomalous endorsers are jointly and
severally liable in the capacity in which they sign.

(b) Except as provided in section 336.3-419(e) or by agreement of the
affected parties, a party having joint and several liability who pays the instru-
ment is entitled to receive from any party having the same joint and several lia-
bility contribution in accordance with applicable law.

(c) Discharge of one party having joint and several liability by a person enti-
tled to enforce the instrument does not affect the right under subsection (b) of a

party discharged.

Sec. 19. [336.3-117] OTHER AGREEMENTS AFFECTING INSTRU-
MENT.

Subject to applicable law regarding exclusion of proof of contemporaneous
or previous agreements, the obligation of a party to an instrument to pay the
instrument may be modified, supplemented, or nullified by a separate agreement
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of the obligor and a person entitled to enforce the instrument, if the instrument
is issued or the obligation is incurred in reliance on the agreement or as part of
the same transaction giving rise to the agreement. To the extent an obligation is
modified, supplemented, or nullified by an agreement under this section, the
agreement is a defense to the obligation.

Sec. 20. [336.3-118] STATUTE OF LIMITATIONS.

(a) Except as provided in subsection (e), an action to enforce the obligation
of a party to pay a note payable at a definite time must be commenced within
six years after the due date or dates stated in the note or, if a due date is acceler-

ated, within six years after the accelerated due date.

(b) Except as provided in subsection (d) or (e), if demand for payment is

tion of a party to pay the note must be commenced within six years after the
demand. If no demand for payment is made to the maker, an action tg enforce
the note is barred if neither principal nor interest on the note has been paid for
a continuous period of ten years.

(c) Except as provided in subsection (d), an action to enforce the obligation
of a party to an unaccepted draft to pay the draft must be commenced within

whichever period expires first.

(d) An action to enforce the obligation of the acceptor of a certified check or

menced within three years after demand for payment is made to the acceptor or
issuer, as the case may be.

(e) An action to enforce the obligation of a party to a certificate of deposit
to pay the instrument must be commenced within six years after demand for
payment is made to the maker, but if the instrument states a due date and the

maker is not required to pay before that date, the six-year period begins when a

(f) An action to enforce the obligation of a party to pay an accepted draft,
other than a certified check, must be commenced (i) within six years after the
due date or dates stated in the draft or acceptance if the obligation of the accep-
tor is payable at a definite time, or (i) within six years after the date of the

acceptance if the obligation of the acceptor is payable on demand.

() Unless governed by other law regarding claims for indemnity or contri-

bution, an action (i) for conversion of an instrument, for money had and

received, or like action based on conversion, (ii) for breach of warranty, or (iii
to enforce an obligation, duty, or right arising undeér this article and not gov-
erned by this section must be commenced within three years after the cause of

action accrues.
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Sec. 21. [336.3-119] NOTICE OF RIGHT TO DEFEND ACTION.

In an action for breach of an obligation for which a third person is answer-

person written notice ._o__f_'—j_h_g litigz;c-ion, and jc_t_l_-e— person notified may then give
similar notice to any other person who is answerable over. If the notice states (i)

notified is so bound unless after seasonable receipt of the notice the person noti-
fied does come in and defend.

PART 2
NEGOTIATION, TRANSFER, AND ENDORSEMENT

Sec. 22. [336.3-201] NEGOTIATION.

(a) “Negotiation” means a transfer of possession, whether voluntary or

thereby becomes its holder,

(b) Except for negotiation by a remitter, if an instrument is payable to an
identified person, negotiation requires transfer of possession of the instrument
and its endorsement by the holder. If an instrument is payable to bearer, it may
be negotiated by transfer of possession alone.

Sec. 23. [336.3-202] NEGOTIATION SUBJECT TO RESCISSION.

(a) Negotiation is effective even if obtained (i) from an infant, a corporation
exceeding its powers, or a person without capacity, (ii) by fraud, duress, or mis-
take, or (iii) in breach of duty or as part of an illegal transaction.

(b) To the extent permitted by other law, negotiation may be rescinded or
may be subject to other remedies, but those remedies may not be asserted
against a subsequent holder in due course or a person paying the instrument in

remedy.,

Sec. 24. [336.3-203] TRANSFER OF INSTRUMENT; RIGHTS
ACQUIRED BY TRANSFER.

(a) An instrument is transferred when it is delivered by a person other than
its issuer for the purpose of giving to the person receiving delivery the right to
enforce the instrument.

(b) Transfer of an instrument, whether or not the transfer is a negotiation,

vests in the transferee any right of the transferor to enforce the instrument,
including any right as a holder jn due course, but the transferee cannot acquire
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holder in due course if the transferee engaged in fraud or illegality affecting the
instrument.

(c) Unless otherwise agreed, if an instrument is transferred for value and the

transferor, the ‘the transferee w a specifically enforceable right to the unquahﬁed

endorsement of the transferor, but negotiation of the instrument does not occur
until the endorsement is made.

(_) d)Ifa transferor purports to transfer less than the entire instrument, nego-

this this article and has only the rights of a partlal assignee.

Sec. 25. [336.3-204] ENDORSEMENT.

(a) “Endorsement” means a signature, other than that of a s 'g r as maker,
drawer, or acceptor, that alone or accompanied by by other words is made on an
instrument for the purpose of (i Q g_egotlatmg the instrument, (ii) restricting pay-
ment of the 1nstrument or (m) rncurrln_g endorser s lrablhty on the 1nstrument,

words is an endorsement unless the ccompanymg words terms o_f the instru-
ment, place of the signature, or other circumstances nnambiguously indicate that
the signature was made for a purpose other than endorsement. For the purpose

of determining whether a signature is made on an instrument, a paper er affixed to
the instrument is a part of of the instrument,

(b) “Endorser” means a person who makes an endorsement.

(c) For the purpose of determining whether the transferee of an instrument
is a holder, an endorsement that transfers a security interest in the instrument is
effective as an unqualified endorsement of the instrument.

(d) If an instrument is payable to a holder under a pame that is not the

hame of the holder endorsement may be be made by the holder in the name stated

may be required by a person paying or taking the mstrument for valug or or collec-
tion.

Sec. 26. [336.3-205] SPECIAL ENDORSEMENT; BLANK ENDORSE-
MENT; ANOMALOUS ENDORSEMENT.

(a) If an endorsement is made by the holder of an instrument, whether pay-
able to an identified person or payable to bearer, and the ¢ndorsement identifies
a person to whom it makes the instrument payable, it is a “special endorse-
ment.” When specially endorsed, an instrument becomes payable to the identi-
fied person and may be negotiated only by the endorsement of that person. The
principles stated in section 336.3-110 apply to special endotsements.

(b) If an endorsement is made by the holder of an instrument and it is not
a special endorsement, it is a “blank endorsement.” When endorsed in blank, an
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instrument becomes payable to bearer and may be negotiated by transfer of pos-
session alone until specially endorsed.

(c) The holder may convert a blank endorsement that consists only of a sig-
nature into a special endorsement by writing, above the signature of the
endorser, words identifying the person to whom the instrument is made payable.

(d) “Anomalous endorsement” means an endorsement made by a person
who is not the holder of the instrument. An anomalous endorsement does not
affect the manner in which the instrument may be negotiated.

Sec. 27. [336.3-206] RESTRICTIVE ENDORSEMENT.,

(a) An endorsement limiting payment to a particular person or otherwise
prohibiting further transfer or negotiation of the instrument is not effective to

(b) An endorsement stating a condition to the right of the endorsee to
receive payment does not affect the right of the endorsee to enforce the instru-
ment. A person paying the instrument or taking it for value or collection may
disregard the condition, and the rights and liabilities of that person are not
affected by whether the condition has been fulfilled.

(¢) If an instrument bears an endorsement (i) described in section 336.4-
201(b), or (ii) in blank or to a particular bank using the words “for deposit,” “for
collection,” or other words indicating a purpose of having the instrument col-
lected by a bank for the endorser or for a particular account, the following rules

angly' T T T T

(1) A person, other than a bank, who purchases the instrument when so
endorsed converts the instrument unless the amount paid for the instrument is
received by the endorser or applied consistently with the endorsement.

(2) A depositary bank that purchases the instrument or takes it for collec-
tion when so endorsed converts the instrument unless the amount paid by the
bank with respect to the instrument is received by the endorser or applied con-
sistently with the endorsement,

(3) A payor bank that is also the depositary bank or that takes the instru-
ment for immediate payment over the counter from a person other than a col-
lecting bank converts the instrument unless the proceeds of the instrument are

received by the endorser or applied consistently with the endorsement.

(4) Except as otherwise provided in paragraph (3), a payor bank or interme-
diary bank may disregard the endorsement and is not liable if the proceeds of

the instrument are not received by the endorser or applied consistently with the
endorsement.

(d) Except for an endorsement covered by subsection (c), if an instrument
bears an endorsement using words to the effect that payment is to be made to

the endorsee as agent, trustee, or other fiduciary for the benefit of the endorser
or another person, the following rules apply:
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(1) Unless there is notice of breach of fiduciary duty as provided in section
336.3-307, a person who purchases the instrument from the endorsee or takes
the instrument from the endorsee for collection or payment may pay the pro-
ceeds of payment or the value given for the instrument to the endorsee without
regard to whether the endorsee violates a fiduciary duty to the endorser.

(2) A subsequent transferee of the instrument or person who pays the instru-
ment is neither given notice nor otherwise affected by the restriction in the
endorsement unless the transferee or payor knows that the fiduciary dealt with

the instrument or its proceeds in breach of fiduciary duty,

section (d).
(N In an action to enforce the obligation of a party to pay the instrument,

the obligor has a defense if payment would violate an endorsement to which this
section applies and the payment is not permitted by this section.

Sec. 28. [336.3-207] REACQUISITION.

Reacquisition of an instrument oceurs if it is transferred to a former holder,

by negotiation or otherwise. A former holder who reacquires the instrument may
cancel endorsements made after the reacquirer first became a holder of the
instrument. If the cancellation causes the instrument to be payable to the reac-
quirer or to bearer, the reacquirer may negotiate the instrument. An endorser
whose endorsement is canceled is discharged, and the discharge is effective
against any subsequent holder.

PART 3
ENFORCEMENT OF INSTRUMENTS

Sec. 29. [336.3-301] PERSON ENTITLED TO ENFORCE INSTRU-
MENT.

of a holder, or (iii) a person not in possession of the instrument who is entitled
to enforce the instrument pursuant to section 336.3-309 or 336.3-418(d). A per-
son may be a person entitled to enforce the instrument even though the person
is not the owner of the instrument or is in wrongful possession of the instru-

ment.

Sec. 30. [336.3-302] HOLDER IN DUE COURSE.

(a) Subject to subsection (c) and section 336.3-106(d), “holder in due cour-
se” means the holder of an instrument if:
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